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EMBATTLED national carrier Qantas would be "selling the farm" if it proceeded with a full sale of its prized Frequent Flyer program, analysts have said.
The loyalty program's future is back in the spotlight after Qantas informed its almost 10 million members overnight on Thursday it was overhauling the scheme.
Under the changes, accrual of loyalty points will be more closely based on a passenger's fare and destination rather than the distance flown.
From July 1, the minimum points guarantee for discount economy customers will be reduced by 200 points to 800, while business flyers will earn a guaranteed minimum of 1400 points instead of 1250.
Analysts said the airline, which has vowed to find $2 billion in savings, was facing some tough decisions and the overhaul was one of those.
But they said selling the program, which has been valued at up to $3.6 billion, would be a big call.
"It could be interpreted by the business community as selling the farm, so it doesn't make sense to sell it," CMC Markets chief market strategist Michael McCarthy said.
"Qantas is fighting for survival - cutting it free would further imperil Qantas' situation," Mr McCarthy said.
He said Qantas would have conducted a cost-benefits analysis and determined the overhaul was necessary, pointing out it didn't hurt their business customer - a key market segment in the capacity dogfight with rival Virgin Australia.
"It's aimed at the lower-end flyer, which is not universally profitable for them." Mr McCarthy said selling the program would not address Qantas' domestic labour costs, which were simply too high.
"It still costs Qantas double to turn around a flight in Sydney than in Singapore." The loyalty program was the shining light in a dismal set of numbers for Qantas last month. While the airline posted a first-half net loss of $235 million, the loyalty division reported a record underlying profit of $146 million.
IG Markets' Evan Lucas said an immediate sale would deliver some cashflow to a "horrible" balance sheet.
Qantas could also sell the rights to the program for about half the mooted price and retain the remainder in a joint venture, he said.
"It is a good business, it's almost a white knight asset. So do you sell it for the here and now picture or try to hold on to it for the long-term?" The changes sparked a backlash on social media, with some taking to Twitter to vent their displeasure.
"When an airline is having financial issues, what's the first thing they should do? I know, alienate their FFs. Well done Qantas," John Francis said.
A Qantas spokesman said: "When you consider how many new ways we've opened up for people to earn points in the past year alone, it's hard to argue that it's not a great value program for members." Qantas shares closed up 1.4 per cent at $1.09.


